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During the past 20 years, China kept the steady and great growth, and got the 
compelling accomplishment. But recently, China met a dilemmatic situation .From the 
inter side of the economy, there was high savings and low consumption, the asset 
bubbles and inflation also got the attention of the china’s government. But from the 
outer side of the economy, china found that she got double favorable balance of 
payments year by year, and the RMB was recognized that it should be appreciated, lots 
of frictions between china and else countries. In order to solve this problem, Bank of 
People took exchange institution reform in July 21 of 2005, and then RMB appreciated 
a little. In the same time, Bank of People took lots of monetary policy actions to achieve 
its goal. But the outcome was dismay; double favorable balance of payments existed yet. 
From this viewpoint , this thesis firstly study the reason and the characteristic of the 
Double Favorable balance of payments in china, then try to find out how to coordinate 
the monetary policy and exchange rate policy in this situation ,and in the end of the 
thesis put forward our suggestion in order to solve this dilemmatic situation China face 
recently. 
In Chapter One, we study the conflict in the practice and theoretic relationship of 
monetary policy and exchange rate policy. Firstly, we review the related literature, and 
then we look back the history of china to find out the conflict of monetary policy and 
exchange rate policy in the practice. Chapter one lay a fundament for the further 
research. 
In Chapter Two, we review the monetary policy and exchange rate policy taken by 
China, and study the related implication. We divide the history of monetary policy and 
exchange rate policy into several periods, and study its characteristics. Based in this 
study, we found that the practices of monetary policy and exchange rate policy were 
improved process, and we found that if we want to succeed, we have to reform 
gradually. 
In Chapter Three, we study the dilemmatic situation of the monetary policy and 
exchange rate policy.  Firstly we study the reason and the characteristic of the Double 
favorable balance of payments in china, and then we study the implications of this 
dilemmatic situation. 
In Chapter Four, we study how to coordinate the monetary policy and exchange 
rate policy in this situation of the Double favorable balance of payments. Firstly, we 
investigate the history of the Japan, German and the Taiwan, from their experiences we 
can learn a lot. In the end of this part we put forward our suggestion, looking forward to 
helping china government to solve the dilemmatic situation face recently. 
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